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(2) PROCEEDINGS

131 MA. LEVY: Good morning. This is the
(4) consolidated arbitrations of Bell Adan-
tic, Sprint, ts1 MCI, AT&T, Brooks Fiber,
and Teleport. We'rc (6] continuing with
our discussion of issues (7] surrounding
combination of unbundled nerwork (s)
clements, and today we are w0 hear
testimony from (9] AT&T and MCI wit-
nesscs.

(o} Mr. Jones?

(1) MR, JONES:I had just one [12) pre-
liminary marter, to save a cover letter.
Hot 1131 off the presses in Vermont is a
proposal for 14] decision regarding the
legal issues, Fcderal (15) preemption
rclating to UNE-P.and I would like to {16]
submit copics of that to the Bench and
anyone else 111 who —

118) MR, BEAUSEJOUR: Mr Jonesisof 19
coursc free to submit whatever he likes
to the (20) Bench. However, the Bench
has already ruled on the (21) issue.

(22) MR. JONES: With thar, we'll call Mr.
{23) Falcone to the stand.He's anticipated
that call, (24 and he's arrived.

Pagae 5
11y MR, LEVY:Mr. Falcone, welcome 2]
back, Why don't you restatc for che
record your (3] name and your position
with the company.

(+) THE WITNESS: My namc is Robert V.

(s} Falcone, and I'm a division manager
with AT&Ts {6} local services division.
(71 ROBERT V. FALCONE, Previously Sw-
orn (8] DIRECT EXAMINATION [9) BY
MR.JONES:

101 Q: And Mr. Falcone, you have tes
tified here (11} on the UNE-P issue back in
December; isn't that 112) correct?

13 A: That is correct.

114 MR. JONES: Mr. Levy, Mr.Falcone has
(1s) prepared an opening statement,
which at this point (16} I would ask himto
deliver.

i171 MR. LEVY:Pleasc do.

118) A: I guess the theme of my opening
sratcment J19) is, for this Commission —
for you, Mr. Levy, and 120 for this Com-
mission to make an informed decision
on (21} the issuc facing you, you need to
have all the 1z2) facts. Oftentimes, my
experience is, havinga {23) partial story is

-almost as Dbad, if not worse, than (21

having a false story. because you think
you have

Page 8
(11 all the facts, and you really don't.
{21 We heard from a number of Bell 3]
Atlantic witnesscsa few weeksago,and 1
think 4) what we heard from those
witnesses in many cascs (5] was a partizl
Story — not thar it wasn't a (6] wuthful
stary, just that it was a partial story, (7)

\tht I'd like to do is, if I may, r:fer to
exactly (s; what they told you and cvcn
give c¢ites from the (9] transcript, quon:s
that they told you, and kind of 110] ml in
the blanks, if I may,

111) The first Bell Addanuc partial (121 story -—
this is from Witness Broon, Tmnscppt
(13) Page 9, rwo quotes. The first one,
Contrary to (14] the claims of others, thc
UNE platform is simply a (1s} subsmpte
forresale of BA's retail service."116) Close
quote.Second,on the same page, further
on, (17) the platform, quote, prov:dq's a
clear case of (18) uneconoric arbmagc
Close quote. i
1] The full story: If I understand )20)
arbitrage, it's when you buy the same
thing fora 211 differcnt price andyou use
that different price, (22) the vatianccﬁ in
the price, 1o get an economic (23] ad-
vantage. The casc that I'm most familiar
with 2q) that's often cited is when qnc

buys sccurities on i
|

Pag:a ?
t11 two different cxchanges, the same
security, like 121 IBM, burt there’s a slight
variance in price on the 3| Pacific
Exchange fromthe New York Exch:mgc
and (4) they'll use thar slight variancdin
price to buy (5! the same thing for their
economic gain,

(6] Let's contrast this to what we're|(7)
doing here. We're buying the pladormof
unbundled a) clements, something tlllat
is very diffcrent than [9) total-serviges
rcsale. We're buying a different fio}
product. When a CLEC buys the pIBL-
forrmn, the CLEC 11} gets to provide a full
range of services, including naz ex-
change access, toits end users and to the
IXCs. 113) The CLECs gert to provide for
innovative pricing (14) plans, cspecially
with respect to features, because (5]
they get everything at cost-based races,
rather 1) than a discount off ofthe rcs:xllc
rate. They get (17) to provide innovati
especially through use of 18} AIN p
abilities, which we cannot do with
resale.

119) The platform will often cost more. (20t -
Onc thing thar I think came out whi¢h
wias incorrect (21) is that the platfo
because other than the loop (221 clcmc'nt
and the switch-port element, all e
other 23] elements are usage-based conr
ponents, they're billed [24) on a us:lgc
basis. So they will often cost more l

. Paga &
(1] thanjresale. |
121 So, with resale IknowthatI'm going {31
to get the prescribed discount off of thic
retail (4] rate,and [ know what my oudqy
is each month. (s} When I buy the
platform of any other CLEC buys the 6]
platform, they have no idea whas
outlayis cach [71month because there s{:
lot of usage-based (8) components, and it
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depends on the calling (91 chame-
teristics,both mcdﬁn;cnlls and making

{10] calls, of their end users.

1111 The next Bell Adantjc partial story, 121
a quore from Witness Brown, Transcript
Page 11:

13} “The company has proposcd various
aleernadves for f14) CLECs to combine
individual UNEs through reasonable 115)
and cosreffective means.” Close guorte.
First, n1s) lerme fill inct;ﬁ blanks and give
the full story. (171 Lef's take the one
alternative off the mbld 118 immediately,
and that's the extended-link scrvice. [19]
Extended-link service doesnotallowthe
120 combination of loops and switch
ports, Witness (21) Stern admireed that in
her testimony, that for a (221 CLEC to
combine a switch port and a loop, the
CLEC (23] must coliocate in every central
officc, With thar (24) option off the 1able,
we're left with three ogher

Page 9
(1] options: physical collocation, virtual
collocarion 2] using the CON-X equipm-
ent, and the assembly rpom.

(31 Each of these optigns is not an (4!
option. They all cmzi? some form of
collocation, (s} and with each of thesc
options the CLECs sdll ¢s1 suffer and the
CLECs' customners still suffer all 71 the
same harm that ] testified o back in
December, (8) those being, real quickly,
unnecessary service [p] outages, un-
necessary degradation |of service, nol
unnecessary costs, unngcessary delay to
market (11] entry, unnecessary extensive
manual processes that {12) Bell Atlantic
itself doesn’t incur, ecessary (13|
restricuons on the number of customers
thatr can |14] change their local-service
provider because of all (151 those manual
processes, and the fact that some [16)
customers may even be precluded from
changing their t17) localservice provider
because of the loop (18] fechnology thar
they're on — specifically, (19) integrared
digimHoop carrier'technology.

(200'The nextBell Atlantic partial story, r21)
a quote from Witness Brown, Transcript
Page 41:

122) “If thc CLEC wancs to buy UNEs,
they've got to ar (23] least participate in
that and put the linkl and port (24

rogether.” Closc quote, Also Witness

Browm,

Pags 10
11) Transcript Page 47, ‘W§ado notbelieve

we're being (2) unreasopable in asking
carricrs to participate in {31 the provision
of UNEs by making the
Close quote.

151 This to mc highlights Bell Atlantic's ()
rcal motive here, because the CLECs are
not making [7] any connecrtions. If you
recall the diagram — andjis) I havcithere

connection." 41

with mc, and [ coutd hand some our, (9; if
you like. The diagram that you used back
in noy December: Bell Atantic has pro-
poscd and said that (111 we could prewire
all of our connections on [12] collocated
space here.Once we prewire that, we (13}
develop the space, put in the prewired
connection, {14] What we basically have
is this daisy chain of {15) conncctions or
this giant U-turn that startsat the 16 MDE,
goes all the way through the frame,
makcs thar (17 turn through the col-
located space, back through our (s
space,and back to wherc it started from.
{15 When we get customers, who makes
the (20 connections to connect the
customcr’s loop to thar (21) daisy chain of
connections? Bell Adanuc's 1221 tech-
nicians. The CLEC is really combining
nothing (23 herc. They're just going
through the ¢xpense to (24) put in all
these conncctions so that Bell Atlantic

Paga 11
(1} could then manually rip apart the
necwork and [2) connect the customer's
line to the tie cable going 131 down to the
collocated space and conncct the i
customer’s port to the tie cable coming
from the (51 collocated space.
i€} MR. JONES: Could I interject, Mr. (7]
Levy? The diagram that Mr. Falcone was
referring () o is part of Exhibit AT&T

Combinadons 2.1think (9 it was Figure 2 —

110] THE WITNESS: It is Figure S.

1) MA. JONES: — in thatexhibitthat n2)
was previously marked.

n13) MR. LEVY:Thank you.
{14] A: The nexx Bell Atlantic partial st-

- ory: (15} The CON-X device that wc saw

demonstrated is an (16] accepuable al-
1ernative for combination of clements
117)when CLECs virtually collocatc.And [
don't have (18 the specific transcript
reference, because there [19) were
numecrous transcript references. The full
(201 story here: The CON-X device adds
no value Ifwe 121) were able to prewire a
framne in our secure spiace, {22] why
would we notbe able 1o prewire a frame
in 23] unsecure¢ space? Bell Atlantic
recognized that they (24] have a problem
here with virtual collocadon, in

Page 12
(1 that some of the problems with
physical collocation (2) would be re-
moved, some of those problems being
the 3] delay to cstablish all the physical-
colipcation (4 atrangementsand the cost
of establishing those (s) arrangements, if
we were able to just prewirc these (6
connections in any Bell Adantic space.
17) So they had to comc up with an (g
alternative, to not aliow for this pre-
wiring in a (y) virtual arrangement, and
thataliernative was to (10 have the defay
and the cost of putting this CON-X 1]

equipmentin.Becauscitmakesnosense —

there 112) is no valuc to me 1o have that
CON-X equipment (131 should I be living
with this collocation (14) arrangementif |
were able to simply prewire the (15] stuff
in the central office.

{161 CON-X equipmecnt,at Transcript Page
1171 63: The CON-X feliow, I believe his
name was (18] Kenncdy, the witness,
represented the CON-X device [19] as
new technology. I've been in this busi-
ncss [20] since 1970. Elecuomechanical
technology was (211 removed from
AT&T's network,and [ would venturc to
1221 guess from all of Bell Atanuc’s
network, at least (23] ten years ago.
Electromechznical switching, 24; elec-
tromechanical devices, were the core of
the

Page 13

ninerwork whenIstartedin 1970.1don't
know of an (21 clectrormechanical switch
in any of — there (3) ceruainly is none in
AT&T's network. I would (4] venrurc to
say there's nonc in Bell Atlantic's |s)
necwork. This is not new technology. Itis
a step t6) backwards in rechnology time.
Electromechanical 1 devices arc din-
QOSaurs.

g1 Finally, if the CON-X device is as 5]
efficientas Bell Atlantic represents, then
I think [10) 2 solution that would put the
CLECs at parity with (11) Bell Adantic is:
Why would Bell Atlantic not wish 112] to
rcplace their MDFs with this device,and

then we (131 could all have equal access -

to the device and there (14 would be no
manual work required by any Bell s
Atlantic technicians or any AT&T tech-
nicians? : '

(16 So | would think if the device is (17}
that good — which it's not, 2and I'm nor
proposing usj Bell Atlantic do that,
because the device is 0ld (15) technology.
It may have somec utility in some (20
remote locaribns where they're nor
staffed. with (21) one of these devices, but
notfor whatBell 221Atlantic is proposing
it for, '

1231 The next Bell Atlandc partial [24]
story. Recent .change is nor a viable
alternative

Page 14
(11 for developing — the recent changc is
notz viable {2) alternative for combining
the elements, is the 13) general theme of
these quotes. A quote from (4] Mr. Albert
at Transcript Page 21: “It is not (5|
combining thel loops through a switch
port." 15! Another quote from Mr. Albernt
at Transcript 170:
(71 “You cannor use the capability of the
switch to (8] unbundie anything. That
capability does not [91 disconnect the
loop from the switch port.” Another (ig]
Mr.Albert quote, Page 25:"Given enough
time and (11) enough moncy, I suppose it

“4)
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could be done,but it's 121 not cheap,and
it's not fast.” Close quote. And 113) finally,
the last quote fromMr. Albert: “Idon't 114]
have an cstimate on it,” estimate on the
(15) devclopment required, And the
quote, “We've Had (16) some preliminary
discussions with vendors. We're 17) talk-
ing more than 2 ycar, and we're ralking
big 1is; bucks.” Closc quote.

{1s] The full story: The recent-change (20)
capabilities of {the unbundled switch
disconnect the|izl] funcrionality of the
loop as cﬂicienpy as if I [22) went to the
frame and ripped those cross- (23) con-
nections off the frame. The loop is no
longer [24) functional. If I do a recent
change in the switch

Pags 15

1} and, say, sus l cnd or disconnect the
customer's (2 sgrvice, that customer can
no longer make or [3) reccive phone
calls.Thart customerno longer has (4 dial
tone — just, again, as if I physically
ripped 5! the th?ngs apart.

(61 When Mr, Albert talked about enough
M ume and e¢hough moncy and he
docsn't have an (s} estinace on it, pre-
liminary discussions wich (s] vendors,
morc than a year and big bucks:['ve had
1o} a lot more than preliminary discus-
sions with- (11] vendors. I've tlked to
CommTech, which is the (121 vendor of
the MACSTAR system, personally and [13)
extensively myself in three scparate
meetings. The ({144 CommTech man-
ufacturer of the| MACSTAR system that
1151 Bell Atlantic uses saysthatthatsystem
in no more [16) than six months'timec and
for no morethar $3 (17) million could be
modified to aliow CLECs to do (18| recent
changes in the Bell Atlandc switches on
tts their lines, providing the same fire-
wall protection|(20] that Bell Adantic
allows to their Centrex users. (21) So
we're not tdlking big bucks. $3 million to
you (22} and me big bucks, butin the
scheme ofthin% 1231 $3 miillion is not big

bucks and we'rd not tlking a [24] loc of
time here. ’

Page 16

t1y I want 1o mz.llc clear with recent 2]
change:Nothing tnakes morce sense than
lcaving (3| together the elements. We
have a cuswmesg who (4] wants to do
nothing morc than change their local- (s}
scrvice provider,and Bell Atlantic claims
that 6] they have the legal right 1o rip
things apartjust 71 1o make that happen.
AT&T's position, and I @) belicve othcrs
thar you'll be hearing from's (9] position,

is that noching es more sensc thanto
tta) leave those things together. Howe-
ver, should this (117 Comsmission find that

the CLECs have to combine 112] things
themselves, based on what the Eighth
Circuit (13) did, what I'm proposing is
recent change i8 2 much (4 morc

procompctitive way of doing that than
what (15] Bell Atlaaric is proposing with
theirvarious (16} collocationalternatives.

1171 Just a few more partial stories:(18) Bell
Atlantic startes that tesung and quality
will 115 not be affected by any of their
proposals,and (20 that's in the transcript
from Pages 29 to Page 35. 1211 First, Jetme
state: Mz, Albert testified that he (221 has
frame expericnce,as 1 do,and he ulked
about [23)the factthatmaking these extra
connections (24| doesn't add any harm,

Page 17

(1) First off, I note Mr. Albertand I (2) have
testified in many states around the coun-
try, (31 and I know Mr. Albert has testified
in other states (4) that his first job out of
Virginia Tech College was (5] in 2 man-
agement position, as an operarions (s
planner. Sc I don't doubt Mr. Albert has
any (71 expcrience doing cross-con-
nections, but 1 would (8] venture that,
consideringmanagement peoplc are not
191 allowed to do ¢rossconnections, that
expericnce is (10] during a scrike-duty
assignment, which would be (111 very
limited expcrience.

(121 ], on the other hand, started at AT&T
(13) as 2 communications technician,
have eight years of 114] experience as a
communications tcchnician. My very 115
first job was frameman, and for six to
eight months (16) all I did, day in, day our,
wds run cross [17) conncctions on the
frame. Other jobs I had as a (18] com-
munications technician after being
frameman, as [1%) a switchman, was
troubleshooting probiems on (20 ¢ircuits
and oftentimes found those problems
were (21} due to faulty connections on
the frame. So I have (22) extensive ex-
perience.

(23) What I'm 1estifying here is whar (24)
intuitively you know,but my experience
is backing
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(1] yourintuition:Anytime a human being
hasto (z; physically makea connectionof
wires on 2 frame or (31 physically do
anything, whether that conncction is )
made via solder connections; via wire
wraps, as (5] Mr. Albert states they do
now; via push pins, which (6} is a2 new
technology; the fact of the matter is the

. 17) solder connecrions aren‘t made cor-

rectly somcetimes, [8) the wire wraps are
not made correctly sometimes —is) they
may bc connected to the wrong place.
They 10} might not be wire-wrapped
correcdy and getting (11} cnough wraps
around, maybe looscly connected.

(121 The bottom line is, human beings
make [13) mistakes. Bell Adantic’s policy
introduces a 4) great deal of human
effort into this thing. Recent [15) change
and our policy eliminates all thar. .

116) Bell Atlantic's next parrial story, 2 117]

quord from Mr. Alberr, Page 35 of the
transcript; :

118} "We make lots of conncctions. We
conncct lots of 19] wires. We do it cw::ry
day, and we're good atit, (20) It's as basic
as brushing yourteeth,” Close (21 quotc.
Mr. Albert in the same part of his f221
testimony gave examples of Cenrrex
customers moving (23! to PBXs or PBX
customers moving to Ccnirex service (24
or special circuits or unbundled loops.
This is% |
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(1) clearly a case of apples and oranges. 1
as z (2) customer — the Bank of Boston
doesn't wake up one 3) day and say,
Hey, let's get rid of our PBX and ) we'll
make it 2 Centrex service. Let's call Bell
(s1 Atlantic and do that.” What they dais,
they call (6) Bell Atlantic and say. “Wc
want1o.replace our PBX (7) with Ccntr’lcx
service.” Bell Atlantic makes a (8] special
project. They know where all of Bank|of
5] Boston's lines atc. They have an
interval for (10] doing that, They prewire
cverything, and on the (11 datc of t{:c

cutover it's a coordinated, orderly (121
effort, with the manpower in placc
make sure it (13| can get done. :
(141 Let's contrast to 2 competitive (3|
environment. We're going to advertise,
shouldiwe (151 be in the markct, throug-
hout the State of 17) Massachuscrts, in
the magazines,inthe newspapers, (18) on
relevision programs, onthe radio.Bell {19)
Atlantic nor AT&T nor MCI has any idea
which (20 customers are going to take
advanaage of our offer, (21) where they
are, how many.they're going to be (i
initially, and they're going to be from au
over (23) thc state. There's no pﬁc-
planning that can be (241 done;there's no
prewiring that can be done, as the T

\ Page ;20
1] casc is of Mr, Albert's examples of
Centrex 2) customers moving 1o PBX gr
vice-versa, Also, Mr. (3) Albert gave tl'}c
cxample of unbundled loops. (4 Cur
rentdy, if my numbers are right, there arce
2500 15) unbundled loops in this stare.
Over, I guess, (6] three o four years| |
would not teally consider (7] that robust
competition, If they can't wire those [3)
in correctly over thar umc frame, God
help them (s) and us. |
(10} So Ithink my point here is trulyan n!xl
apples-to-oranges comparison to what
we need in a 21 wruly comperitve
environment.
113) Twe more, if I could beg your (13
tolerance, Bell Atantic's parvial story:
CLEC:s (15| cannot have prewired blocks
on the frame because, [16) quote, *you'rc
going 10 have a greater number of (17)
blocks on Bell Adantic's frame, which ;s
goingto t18)clog up potendally anumber
of our frames."191 Transcript Page 58,

1
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Mr. Albert.
120] Mr, Levy, this was in answer to a (21]
qucstion that you zsked, on why coul-
dn't they -have 1221 prewircd blocks,
instead of being in collocated (23) space,
be rightonthe MDF? And thar was Mr. (24
Albert'sanswer. The fa : ofthe marteris,

Page 21

{1ithere's goingto bean|equal number —
1 agrcec with (21 Mr, Albert, there will be
more blocks on the (31iframe. But there
are going to be more blocks on (4 the
framc wherher they're prewired or the-
y're not (5] prewired, and there are going
to be the same amount () of blocks on
the frame whether they're prewired or
[7) not prewired.

1a) If I think I'm going|to get 5,000 |9;
customers in 4 cenoal office and I need
this daisy no| chain of cdnnecrions to get
tmy 5,000 customers, I f11) have to have
enough blocks on this frame to support
1121 5,000 lines going into my collocared
space and (13} 5,000 lings coming out of
my collocated space. {14 What differ
cnce if thosc blocks are mot prewired or
t15] they're prewired, strapped rogether
liere or not (16 strapped together? Ir's
going to take up the same (17) amount of
space on the frame.

1181 The lasc Bell Adantic partial (151 story:
Service quality is notaffecred becausc of
(0] these extra connections, And the
quote from Mr, (211 Alberyis on Transcripe
Page 29 — nota quore; Iim 122 just going
to paraphrasc. Mr. Albert said that a [23)
call from Boston to San|Francisco gocs
through as 124} many |as 70 to 100
connectons,

L Page 22
1) First off, if Mr. Albert really 2 believes
that, I think we're doing him injustice (3]
keeping him our of long-distance busi-
ness.But 4] secondly, ﬂ'u.f isanother case
of apples 1o {5) oranges. A <zll from San
Francisco to Boston truly (61 gocs
through 2 number of conpnections, may
go [} through 2 c¢ouple |of switches to
find its way here.. 8] However, those
connections arc made electronically (9)
by digiral switches with ipreestablished
{i0] connections, no hu.nwF intervention.

The days of 11 having Mabel on the cord
board saying, “Hold on, 112) Mr. Levy. Let
me make your connection to Boston, 113
and plugging in are gone.Thisisall done
14] elecrronically, in cdntrast to the
manual (15} conneéctions} we're talking
abour, of connecting all (16) these wires
on the frame, which require human 117
beings for every loop. There's truly no
comparison (1s] here,

1191 Letme close up here. There are many
1201 other partial storics that Bell Atlantic
t0ld 121; during that session rwo weeks
ago. I tried to pick (2zjthese just to
highlight Bell Atlantic’s true (23] motive.

Their true motive here is, they don't
want {247 10 see thc CLECs use the
platform to competc with
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(1) them. CLECs have made it clear; The
only way (2} you're going to gct wide-
spread compertition (3} throughout this
srate or any suace is through use () of the
unbundied-network-clement platform.
Bell 57 Atlantic recognizes that, and
they're going to (61 great pains to block us
from doing that.

(7t The factis, if Bell Adanuc truly (s} just
wants 10 engage in spite work herc,
because (5] they claim it is their legal
rightto do so, it (101 shows their motive of
they really don’t want {11) competition,
theyre not serious about having [12)
competition here., All they wantto do is
mainwin [13) their local monopoly and
get inro the long-distance (14) business.
(15) If CLECs had to find themselvesin a
{16/ mode of combining, AT&T's
approach wo Bell Adantic im as lateas, it
was the Tuesday before Thanksgiving,
118} because I was involved in the meet-
ing, asking Bell st Atlantic thac, “We
have berter ways of doing this. (20) We
understand what the Eighth Circuit
Court did. (21 We understand your posi-
tion. We think it stinks. (221 We have a
better way. We'd like to talk 10 you."(23)
And Bclf Adantic hasrefuscd to talk to us
abour (2] the recentchange capability.
To this day, they
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(1) still have not sat at the negotadion
1able to 12} discuss it with us. Their policy
is, collocate or13) no-go — and right now
it's no-go.

14t Again, if they're truly interested in (5]
opening up their local-market com-
petition, they 16) should demonstrate this
by their actions and either (71 not cngage
in the spite work of ripping things (s]
apart and taking customers our of ser-
vice, simply (s) because they think the
Eighth Circuir Court allows (101 them 1o
do that, or if we find ourselves in that (1)
position, to work with the CLECs to find

a more (12) reasonable way of corbining |

the clements other than 3 their pro-
posals.

114 Thank you for your patience.

15) MR. JONES:I have a couple of ¢
additional questions for Mr. Falcone, if
that would {17 be okay.

nsy MR. LEVY: Of course.

(19) MR, JONES: Mr.Levy,do you have (20
avaifable to you the exhibits?

211 MR. LEVY: don’t have that onc with
[22) me.

(23] MR, JONES: I'll providc a copy to 24
the Bench.
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(11 Q: Mr. Falcone, just a couple of ques-
tions, (2) to be sure our record is as clear
asitcanbe.Do (3] you have infrontofyou
the diagram that you 4} referred to in
your presentation, which is a part (s) of
what had previously been marked as
AT&T 15) Combinations 2? Specifically,
I'mintcrested in 71 Figurc 1 and Figure5.

18] A: Yes, I'veigot them,
91 Q: Am [ correct that the diagram that

you no) refesred 1o in your presentation

was Figure S of (111 thar exhibic®

n21 A: That'sthe diagramthat represents
what [13! the condition of the CLECs will
be based on Bell (14) Atlantic’s proposals.
1151 Q: Just so we're clear, that's the one
you [16] were; referring to during the
course of your (17] presentation?

{18 A: Yes, that's correct.

119 Q: This shows the interconnections.
[20] cross-connecrions thar are requited
to achieve (211 physical collocation in 2
central office’ whete the [221 physical
collocaton will be required to pass (23
through  intermediare  distribution
frames, in (241 addition to connecting the
main distribution frame
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(1] and the collocation space. Is that
accurate?

2] A: That is accurate. It would also 3|
represent, if I may, if you could just use
your (4) imagination, Bell Atlantic’s as-
sembly-room (5] arrangement, except
that this would not be 15 physically
collocared space, it would just be the (71
assembly-room frame, It also represents
the (8! virtual-collocation armogement.
In lieu of the (9) collocation space with
that prewired connection in 19| there,
you'd have that CON-X robot device in
{11) there. But the same daisy chain of
connections are j12} involved whichever
three flavors you choosc.

(13) Q: Would you go back to Figure 1 of
that [14) exhibit:

11s] A: Yes, sir.

{16] Q; And just tell us whart Figure 1 17
represcnts.

1181 A: Figure 1 r'cprcscnts the majorityof
how f19) Bell Atlantic's loops are con-
nected to Bell (20} Adantic switchboards.
There are cases, to make (23) the record
completc, where Bell Atlantic may run
{221 some of these loops in large central
offices (23] through an IDF. I don’t have
that figure withimne, (24} but just to make
the record clear. But thac is

! Page 27
111 more the exception than the rule. This
is the rule 121 of how Bell Atlantic's loops
are connected to Bell 131 Adantic’s swirch

ports.

Page 21 - Page 27 (6)
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141 Q: Because itJis partofthe exhibit,and
1 15) would like this to be clear, let me
show youFigure (6) 2ofthe exhibit. Does
that show the existing 7] configuration
with IDF intefconnecuons, 8] inrcer-
mediate connections?

151 A: That is the one 1 was referring to
that I (109) didn'tbring with me.

(1] Q! Looking at Figure 1 of Exhibit
AT&T (127 Combinations 2, what ad-
dirional equipment, if any, (131 would be
required 1o be inserted in this diagram

(14} under the UNE-platform approach?
115) A: None whatsoever.

[16)Q: What  additional. equipmcnt
would be (17 required to be inserted in
this picture underthe sl recent-change
npproach?

(191 A: None whatsoever,

{20 Q: Does the¢ reccntchange fun-
ctionality that :31 currently is employed

by Bell Atlantic for its own (22) purposes
lcte disconnection of
functionality from a

permiit the' co
any (73] swit
particular link?

124; A: Yes If I co! Id clarify,to make sure

l Page 28
(11 we're all together.

(21 Q: Yes.

31 As Yes, if 1 could perform recent

change —4) Bell|Atlantic today, who has
unrestricted re njn: (sl change, could go
up on any li and remove thc (¢
funcdonality of{the switch from that
link,

71 Q: Can it remove all of the fun-
cdonality (s) from that link?

191 A: They could do it onc of two ways.
They [10] could remove all of the fun-
crionality from the (11} link, where there
would be no dial tone and there (12
would be no incoming calls allowed 1o
the former (131 phone number, or they
could do itin amanncrthat (14) allows for
what's known as|soft dial tone or warm
115] dial tone, that allows customers
make limited (16 ourgoing calls — and
gencerally the limic is 911 117 and to the
service bureau, [the Bell Atlantic (18]
service bureau,

119} Q: Youanticipated my next question’
Soft (20} or warm|dial tone is also some-
times referred to as (213 lcfi-in dialtone;is
that correcr?

1221 A: That's corfcct. And again, left-in
dial 123) tone removes all the function-
ality of the loop, 24) with the exceprion
of allowing the ctistomer one or
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121 Q: And Bell Atjantic employs the re-
cent- (3} change :rhodo]ogy to dicrate
whether a particular 4] loop is left with
cither no dialtong functionaliry () what-

(1) Two types of Ijzonc calls,

soever or soft diaktone functionality? Is
(6] that how they do it?

@71 A: That's how they do it. And gener-
ally,in (s Bell Artantic's practicc today,as
is the case with (9 every incumbent
LEC'spractice,the policy is (10) wherever
possible not to rip out any physical (111
connections if 2 customer disconnects
service. The [12) idea is, when som¢
customet movcs from their home 13) or
apartment, somebody is going to come
in behind (141 that customer and move
into that home or apartment 15 and
want service, So Belt Adantic removes
the 116 former customer's servicc viathe
recent-change (171 process and installs
the new customer's service via fis] the
recenr-change process.

(13) Q: And if we inject a CLEC into that
{20) scenario, so that the customer wants
to convert (21) service fromn Bell Atlantic
10 a2 CLEC, with access (22) to the recent-
change functionality, is it the case [23)
that Bell Atlantic could turn off that (241
customer's — trn off the swiich fun-
ctionality on
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(1] that customer's loop, and a CLEC, if it
had access |21 to the recent-change
functionality, could turn thar (3) fun-
ctionality back on?

141 A: That's exacuy right.

1s1 Q: And that could all be done by
sofrware, (6| without any physical in-
terveniion other than the (7 person
opcrating the computer softwarc?

18) A: Well, actually, ifit's developed pro-
per, 191 with the proper flows through as
Bell Atlantic has (10] for themsclf, there
wouldn't even be somebody (11) oper-
ating the compurer software; it would all
be (12 triggered by the provisioning
process. So once the (13) agent took the
order from thc CLEC — the CLEC (14
agent ook the order and sent the order
over to (15| Bell Atlantic, the rest of it
should just flow j16] through, with no
human intervenrion at all.

1171 Q: And just so we're clear in on¢

{ place:In (18] your opinion, is that option

superior to any of the 19 physical- or
virtuzlcollocarion options that Bell (20
Adantic has advocated?

{21] A: Vasdy superior.As ['ve restified (22
before, that option eliminates the delay
involved (23] with collocation. It ¢lim-
inates the cost of [24] collocation. It
climinates all the manual
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(1} intervention, all the additional manual
connections 12j that need to be made, all
the human error that 31 would go along
with thar, the additional loap 14) lengths
that are involved. You heard it all, on (s
and on.

€ Q: ‘l’hank you, Mr. Falcone, ]

71 MR! JONES: I have oo further 18] qucs-
tions.

19 MR, LEVY:Thank you. Mr. Beauscjour
110] or: Mr. Werlin, would you like a few
minutes?

(111 MR. BEAUSEJOUR:I'd
1z} that. Thank you.

(133 MR. LEVY:Let's take a ren-minucc 14
break.

(151 (Recess taken.)

(161 MR. LEVY:1er’s go back on the 1171
record. Mr, Beausejour?

(1s) MR. BEAUSEJOUR: Mr, Levy, Ihavp a
(191 couple of questions for Mr. Falcone.
Bur also we [20] have our witnesses,
Stern and Mr. Alber, 211available today.
thought that after Mr. Falcone (22t]is
finished and Ms. Guariglia is finished,
that 1231 they could provide whateyer
additional comments [24] they have cc[n-

appreciate

cerning both of the witnesses'

: Page '92
(1] restimony. [
2) MR.ILEVY:I think that would bc a||31
good idea.l mrying to figure out what's
14) rcbuttal and whart's direct here. Ithink
Mr. (51 Falcone and Ms. Guariglia are still
offering (6) direct. So your tcs&mony[at
that point becomes (7] reburl, I chink
they at that point arc entitled () fo
surreburtal, and then you at that pomt
are (9 entitled to rejoinder.
(1o MR: BEAUSEJOUR:We'll
lawyer (111 of you yet, Mr. Levy. i

t

(121 MR. LEVY:] hope not. i
1131 MR. SALINGER: I fear we have. |
t14] MR: LEVY:A littlc scary; combmmg
(15] cconomics and law, as you know, isa
dnngcrpus {t6) thing, !
1171 Go ahcad with your questions. |
(181 MR. BEAUSEJOUR: Thank you.
19 CROSS-EXAMINATION
1201 BY MR. BEAUSEJOUR:
21) Q: Good morning, Mr. Faicone.
{221 A; Good morning.
123) Q: Mr. Falcone, you indicated that it
was (24 important that the Deparument
have facrs in order

nuke |2
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{1 o makc an informed decision; cor—
recr?
121 A: Absolurtely. 'f
13) Q: What decision do you think the
Dcpanmcnt 4] is making at this stage of
the pmr:.tcdmg7 In (51 other wotds
what's the issue before the 16 Depar-
tment?
171 A: Are yourtryingto makea lawyerout
of a (e) technician? |
15) MR. JONES:Let me objcct. Mr. (101
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Falcone can ngc his undcrsmndmg of
what the 1) issue is, and it’s not a
lawyer's opinion.
(121 MR. LEVY:Finc. We'd weicome your
(13} opinion,
(14 A: My opinion is|that we had 2
hearing back 115} in December on how
nerwork elements wquld be 116) com-
bincd. At thar time Ms. Stern provided
Bell (17] Atlantic's position. I presented
AT&T's position. 1s) My understanding

is.the Commission camg outand (19} said,

Go negotiate. We don’} believe Bell (20)
Atlantic's way of doing rhings is the right
way.(21] Go negotiate somecthing.” AT&T
tried 10 negotiate (22) |something with
Bell Adantic. Bell Atlanii: came (23) back
with its collocation ¢r norhing. And
we're [24) here today to find our what

somerhing may be other

Page 34
i1) than collocation.

12} Q: And that's for the| purpose of pro-
viding (3] access to th(r individual net-
work clements, so that (4 AT&T or
another CLEC can combine them;is thar
Is| correct?

) A: That's for the purpose of how
nerwork (7] elements wg be combined.

181 Q: By AT&T or a2 CLEC; correct?

I9) A: Either that, or should the Com-
mission (io] decide that they have the
authority under state law (11) to order
youto keeprhings combined thatare (12
already combined.

113) Q: Andyour RCMAC estimony, that's
your [14} view of how AT&T should be
permitted to combine che 115) individual
link and port UNEs? ‘
1161 A: If the CLECs find themselves in a
(17] position where this Commission, ot
cven the Supreme (18) Coury, if it gets that
far, decides that the Eighth sy Circuit
Court ruling will stand and CLECs havc
to [20| combine elements for themselves,
then myestimony 121} is cerrainly recent
change is a much more cfficient (22 way
1o do thatfroma CLEC's standpoinr, from
a (23) customer’s standpgint, and frankly
from a Bell 124) Atlantic standpoint.
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[1) Q: With respect.to tHe RCMAC, you
mentioned (2} that you had discussions
with 2 ComnmTech (3) representative.

14) A: That's correct.
(51 Q: Who was that representadve?

t6] Az Actually, there w
mTech ] employees. O

re two Com-
ne gentieman's

nanmie is Frank Loria. (8 Could I follow up
with the name of the sccond? I t9) can't
recall it off the top of my head.

(10) MR. LEVY:We'll take

that as Record

(111 Request Combinadions 15.
112 (RECORD REQUEST.)

(13) @: When did that discussion take
place?

(14 A: If you nced exact dates, I would
have 1o (15} do thar a5 a record request,
also.

(161 Q: Just a time frame.

117) A A time frame would have been
around [is] December we started those
discussions. The formal ns discussions,
the last one was probably in March. ] (20
most recently spoke to the CommTech
representatives [2t) on the phone last
week. -

(221 Q: Do you have any documentation
that you (23] provided o CommTech
regarding the recent-change (24) system?
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(1) A: Other than public things like the
Eighth (2) Circuit Court ruling, and just
getting them up to (3) spced on kind of
the history, no. Most of this was (4] donc
very informally, in a conference roorm,
drawing (s) pictures on the wall, ex-
plaining our proposaland (s getting their
inputas to how either existing (7 systems
may be modified ora new systcmmay be
8) deployed ta accomplish the task.

(91 Q: Has CommTech provided you with
any no] written documentation regard-
ing their conclusions?

t11) A: No, they haven't.

(121 Q: Are you aware of the fact that the
1131 MACSTAR system is only once of the
systems that Bell (14] Adanti¢ uses in
Massachusetts for rccent change?

(151 A: Yes, based on Mr. Albert's tesu-
mony, [16) MACSTAR is one of two. The
other one was 2 17 Bellcore product. 1
bclieve the acronym is CCRS —is
looking to Mr.Albert nodding.

(19 MR. ALBERT: That's it.

(20] A: Andbased onourdiscussions with
z11 CommTech, their product, MAC
STAR, or a sister (22) product calied
FastFlow, has the capability of (23] in-
terfacing with cvery switch technology
Bell (241 Adanti¢ has deployed in the
Massachusers
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(1) network. So it's not an issu¢ of not
being abie 10 (21 work with the switch
technology.

(3 We've had cursory discussions with (4]
Bcllcorc, but Bellcore was not going to
g0 into any (5] great detail with us, other
than to say that they (¢ believe they can
work with us to do similar 7] mod-
ificarons to their system. Bur Bellcore
was 8 looking for consuhing fees. So
before we got in 191 depth in those
discussions, we didn't really go any (10]
further with Bellcore.

(111 Q: 1 don't think we've defined it
anywhere (12} on the record: What is an

unbundled link? Give us (13) your def
inition. '

(14] Ai Unbundled, in the history, kind of
a term (15 of arr in the r¢lecom-
munications \industey, in my (16) mind,
and [ think i in the industry's mind until
the 171 Eighth Circuit Court came along,
was somecthing that 18} could be pur-
chased scpantcly from another item. [19)
Let me give an example,a betier way zo
describe (20 this.

(21] Back inthe — I'm goingto getthe (221
time framc wrong; 1 don't think it's
imporrant — 23] late "70s, early '80s, the
FCC came out with a (24] ruling thar said
that customer-premises equipment
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{11 should bezunbundled from the ner-
work, meaning that (2) you could provide
your own tclephones in your (3) housc.
When that ruling came along, atthe time
141 there was no Bell Atlantic. At the time
AT&T,New (s]Jerscy Bell, Massachusetrs
Bell, didn't roll trucks (6 1o pcople’s
houscsto physncally rip the phone outn
and say, “Here’s your unbundled phone,
Mr. Jones. (8] \Now figure out how to
reconnectit,” Whatthey did 19) was,they
unbundled the pricing of the phone
from (10) the pricing of local scrvice. So
that I then asia (111 consumer had the
choice of purchasmg my phone from 12|
Bell Atlanric on a leasc month by month
orsaying (131 to Bell Atlantic, “Hey, I don't
want 1o buy your (14) phone. Here it is.
Take it back.I'm going to go [15) o Sears
and buy somebody clse's phone and
plug it (1] in.":

{17] That, to me, is unbundling. That has
(18] always been the definition of un-
bundling.Ins)belicve that'swhar the Act
and the FCC meant by (20 unbundling,
meaning that the nerwork components
are (21] priced separately and | have the
ability to (221 purchase them as I want,
cithcrbuy them (23)individuallyasa loop
or [ can buy the loop and (24] the switch
port. It doesn'y mean physically
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[1] tipping things apart.
(2] Q: Well, doesn't an unbundled link
refer to 312 physical facilicy that has an
originating and a (4] terminacing point?
isiA: An unbundled link is the fun-
ctionality of (6:a physical facility, jusr as,
going back o my m cxamp!c the un-
bundled customer-premises equipment
te) is a physical thing:the telephonc and
the wires (s) inside the housc.
110} Q: But 2 link — when AT&T orders
an analog [11] link from Bell Adanrc, it
expects it to have one (12) icrminating
point, pethaps lat a customer’s (13 pre-
mises,and anatherterminating pointata
(141 central ofice; correct?

(151 A: In thar example, in some cases

Page 34 - Page 39 (8)
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we're(16) buyimEa thing, like a link., When
I buy unbundled (177 switching or un-
bundled signaling or unbundled (19
sharcd—mnspoi& I'm not buying a thing,
I'm (19] buying a functionaliry.

(20} Q; I'm just ing abour an unbun-
dled (21) link.

1221 A: Bur you started the guestion with
1231 unbundling, and there are a loc of
things that arc {21} unbundled.
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1 Q: I'm alking now just about a link.
2t A: When I buy an unbundied link
thereisan(3l end point,oncacthe central
office and the other (4 end point is the
customer premises.

{51 Q: Where in the cencral office doesan
1s] unbundled link terminacc?

71 A: I guess I'w
ndingisjonthet

ould answecr that: Depe-
cchnology of that link, if

ftwere an s an

log link, it terminates on

the main distriblition (10} frame. If it were
an integrared digital-loop (11) carrier link,
the first next pgacc that link has an [12)
appearance is irLtbc switch.

(13) Q: You were prefacing an earlier
comment by (4] saying “by definition of
the FCC.” 1assumc you [15] were going to
say,“An unbundled link is 15} something.
What's your understanding —

117} A: 1 believe |the FCC defined the
unbundled (18) link,ananalog unbundied
link, as terminating on (19) the MDE, But
again, there are digital-loop-carricr 120
links that don't have an appearance in
the central (21) office, thar the next place
you could find that [22] customer’s line is
in the switch.
123) Q: If AT&T |is ordering purely an
unbundled 124 port, what is your un-
derstanding of what AT&T will
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(1 order in that instance?

121 A: May I ask a|clarifying question?

131 Q: Yes.
41 A: T have myoLvn loop inthiscase,and
I {51 want to plug it into a Bell Atlanuc
port?

16) Q: Correcr.
= A: Inthat casc 1 am purchasing the (8|
unbundled switch from Bell Atlanric.

191 Q: thrcdoc§AT&T undcrthe FCC's
rules (10) gain access to that unbundlcd
switch?
(111 A: Ibelieve the FCC dcfinition of the
(12) unbundled switch includes all the
features, (13] functionalities, and cap-
abiliies. Switch, |114) including the line
port, the u;unk ports, and all ps) the
switch sofcware.
116] Q: [f AT&T werc to provide its own
loop 17 facility| where would AT&T
obmin access to| the (1s] Bell Atlantic

unbundled switch port?

{19} Az Physically?

120) Q: Yes.

(21} A: We would have established col-
locatced {22) space. I don't know if we'd
ever run into this —(23; but we'd have
esmablished collocated space, 241 pro-
bably. We would deliver to that col-
locared
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111 space. Then the loop would go up o
your main (2] distribution framc,and we
would access a port on (3] your main
distribution frame, if we were buying an
(4] analog port.
{s) Q: If we werc just talking now about
(6! unbundled switch ports, access to
unbundled switch (71 ports wouldbe as —
you'd expect to obtain access (s in the
manner you just described?
(91 A: 1 never gave this a lot of thought.
But (10} yes, off the top of my head, that's
the way I ovould (11) see it, yes.
(12) Q: Could you think of any other
means by (131 which you could gain
access 10 an unbundled switch (14} port,
other than as you've just described?
(15] A; If 1 were buying a DS1 port, I
would [i6] bring a DS] facility — for
cxample,a customer (17] that had a PBX
may have notanalog loops but a DS1 (18]
facility. And if I didn't have my own
switch, I 1191 wantcd to use yours,I would
bring a DS1 facility [20) through your
cenrral office, connec that through (21]
your digital cross-conne¢ction frame, and
get a DS1 (221 switch port.
123) Q: You also testified, I believe, that
the 124] only way 10 gert widespread
competition in
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(1} Massachuscits is chrough the plac
form; is thar |2) correct?

131 A: That is cerrainly AT&T's position. [
141 believe that's the position of many of
my fellow (s; CLECs, And I think the
marketplace is bearing that (6l our. Therc
is Eacilities-based compedtion today, (7}
but it is truly a niche competition forthe
(8] downtown-business market. No LEC,
no CLEC, nobody (5] has enough money
and enough timeto duplicate the (10 Bell
Atlantic facilities to serve the customers
in 111)the suburbsand the ruralareas and
thc small 12} businesses. The only way
we could getoff the [13) ground to dothac
is through the purchase of the p4t
unbundled components of the incum-
bent's network, (1s; and then, as the
CLEC's marker sharc grew, replace (16}
those components with their oom.

(17) Q: Has AT&T prepared — have you
sccn any (1s) analysis preparcd by AT&T
which considers the (19] economics of
entcring the Massachuserts marker (2]

through the UNE platform? |
121) A; I have personally notseenthat,no.
(22) Q: Are you aware of any analysis that
exists (231 at AT&T thar considers the
analysis of entering the (24 \iassa
chusetts market through the UNE pl;u:
form?
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(1) A:]1 suspect or am quite surc that
anzlysxs (21 has becen done.1think — and
I'm going by memory (3) here. 1 bchcve
there is an issue in this sare (4} with the
pncc :of the unbundled elements that
we'reis) also concerned with,that gomg
into the marker (5 entails three things
really;the ability to have (7 access o the
unbundled elements at a remsonablc (8)
price,both recurring and nonrccumng
and to have (5} the opcrauons—Support
system in place 1o allow us 10| to order
them and have flow-through. So it's f11]
reallya threeticrthing. We're here today
1o (12) talk about one of those three tidrs,
the abjility to 13] combinc the nctwork
clements, which we don't really ti1) have
today, based on Bell Atlantic’s policy.

(ts1 Q: 1'd makc a record requcst for any
(16] anzlysw that AT&T has about thc
cconomics of [17] entering the Mas
chusetts market through the UN‘E
platform.

1191 MR, JONES;I would object to that
120! record request, Mr. Levy. It obviously
would; (21] request — I don't know the
status of the existence 1221 0f nvmlnbxhty
of such analyses. But it would (23) ob
viously request confidential business-
pkmmng (2§] documents from AT&T,
which I would suggest are of |
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(1 hm:tcd if not no, relevance to Lhc
immediate (21 issuc that's before nhc
Department for purposes of [3| com-
pleting this arbitration process and conr
pleting 41anintcrconnection agrtcmelht
berween AT&T and Bell (5 Adandc. |

t6) MR. LEVY: Lct me respond in this |7
way: IFAT&T oronc ofthe otherCLECsis
as parti(e) of their argument in this czsc
makmg the case that 9) certain types of
earry arc not economical or are Nox
cconomical and using that as a jusuf-
ication; for a (11] cerrain conclusion that
you would like the 112) Comumiission to
reach, in the absence of some kind of [ISI
quanumnvc or substantive mformanqn
suppomng (14} thar assertion, the as
sertion, is basically just si dhat it's n
unSupportcd assertion and wowd not
[16] carry very much weight. Now, there
may be other (17] arguments that AT&*I‘
and the other CLECs might wish (1s; zo
make on this point, i
1191 So I'guess I throw it back 1o youa d
12015ay:Inlightof what I've just said, in
1211 opinion based on what I've hc:u'd

7 2 = - . .
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here, if you want (22 t6 make as part of
yourt casc that kind of cconomic (23) ot
businessargument, if yQuwantto make it
inan 24) unsupported vay, it won'tcarry
much weight, ac
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[1] least in my opinion today, which
would leave you 21 with perhaps other
arguments that you might wish to (3
make.

1 MR. BEAUSEJOUR: Mr. Levy, Mr. 15)
Falcone testified — w¢ could have the
stenographer (6 look through the ¢es-
timony, but this is a precty (7) fair par
aphrase — that the only way to get (s
widespread compedgon in  Massa-
chusens is through 15 the platform.

(101 MR. LEVY; And that's really what I'm
1111 responding to, To the extent thart
AT&T and MCland 12) the othercarriers
wish to makc that argumentand [(13; have
it be perceived by the Department as a
(14] substantive argumenr as opposed to,
frankly, just 2 (15] stalement withour
support, 1 think the kind of (e in-
formation Mr. Beausejour is asking for is
[t7] relevanc.

(18 1 frankly would leave it to you to (19}
decide which way you want it. In my
view, it's got (20] to be pnc way or the
other.

(211 MR. JONES:Let me |suggest: Could
we {22] record this as a record request?
It's a little (23} bir, in mind, silly ro
argue in the abstract, ac|(24] least ] feel 2
little bic silly arguing in ﬁhc
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11]1abstracr. Let me find out whaztthe facts
arc,and (2)then we will respond and take
into account in {31 responding 1o what
you've just said,to which we (41 will give
weight.

1ss MR. BEAUSEJOUR:Of course it
would j6) be provided uhder protective
agreement.

71 MR, LEVY: Of course,

18] MR. MANDL:Just an additdonal 9 ob-
servation, since you meptioned MCI as
well: 1 1101 think what Mr, Falcone tes-
tified to was that the (11] UNE-P platform
does not involve many 9f the costs (12)
which Bell Atantic uld imposc
through (131 collocation| and multiple
cross-connecction [14] activity. There is
plenty of evidence in the us) record
about what thosc costs re, and those
costs 16 arc avoided unddrthe approach
thathe's 117) recommendcd. Irrespective
of what the UNE-P (18] platform costsare,
there’san immense level 0£ 119} costs thart
are avoided. T

120; MR. LEVY:] take that as a truism, 121
thatadditional costsare inlfactadditional
§22) costs. But that really 'tthe heart
of whar (23} this record uest got 0.

!

This record request {24) got o Mr. Fal-
cone’s assertion as to the level of
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{1] compctition that would likely occur
underdifferent (2 scenarios. That's really
what my comments were (31 addressed
to.
41 understand that therc are different is)
levels of costs involved in providing
service to (6 CLECs using different
armangements. It's the [7} impact of that
which was the thrust, I think, of (s) Mr.
Falcone's remark.
91 So, Mr. Jones, we'll wait to hear (19)
back to you on thar record request.
(11} (RECORD REQUEST.)
(12) Q: Mr, Falcone, have you examined
the Bell (13} Atiantic position s:tcment
that was filed on April 114) 17th?
{151 A: I necd to ask a clarifying question.
1161 Q: Certainly. I'm gertting more gues-
tions (17] fromyou thanIthink I've gotuen
from any witness (19] lately.
(191 MR. LEVY:And they're very good (20!
questions, too.
{211 (Laughrer)
(221 A: Was the pasition statement the
document [z3) that explained each of the
scenarios under which (24) CLECs could
combine the elements?
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(1] Q: Yes.

(2) A: [ did read that prior to coming 10
the (3) May lst hearing. I haven’t read it
since then. 4] So, yes.

(s) @: Have you scen any analysis that
analyzes 6] the costs AT&T miight incurif -
it were 1o obtain 7) unbundied link 2nd
port UNEs in Massachuscrts (8] through
thc proposals that Bell Atantc is (9
making? ’

no At 1 could tell you that I've seen
analysis [11) that was done on the phys
ical collocation 12} arrangement in other
states, and the costs were (3] as
tronomical — New Jersey, Maryland, f14)
Pennsylvania. What I can tell you is, in
this {15) state, whether it's through phys-
ical collocation, {15) whether it's through
the assembly room, or whether (17] it's
through CON-X, regardiess of what the
costs [1e] are, they're all unnecessary
costs.As a matter of 19) fact, [ don't mind
saying it here on the record: (20] In a
session we had in New Jersey, that the
Ncw (21) Jersey board brought MCI,
AT&T, and Bell Atlantic 122) rogether to
try to negotiate something, I on the (23}
record in Ncw Jerscy said, even if Bell
Atlantic [24) were giving collocarion
away for free, we would not
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[1] use it,because cost is only onc aspecr

of why this 121 doesn't work, The real
problem with your method is (3] all the
manual work, all the gating of the (1)
curovers, and all the harm 1o the cus-
tomer that 15}, AT&T and its brand name
doesn’t want 1o imposc upon (6] its
customers.

71 Q: So the answer to my question is,
you have is) not scen any such analysis.
151 A: No, I haye not. Sorty for the long-
{10] winded answer.

(11) Q: Yes, that was nonresponsive, but
that's (12] beside the point.

3 MR. JONES: We'll let Mr. Levy 4
declare what's responsive and whar
isn't. '

(15] MR, LEVY:Thank you,

(6] MR. BEAUSEJOUR: Mr. Levy, I have
no (17 furtherquestions.

sl MR. LEVY:Thaunk you,

st EXAMINATION

120) BY MR. LEVY:

{211 Q: I have one or two, Mr. Falcone.['d
like 122} 1o explore a little bit the dis-
tinction you make (23| between using the

UNE platformiand resale. This (24 goes
way back, to the beginning of these
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11} proccedings, where the CLECs were
very intent on (2] ensuring that the resalc
discount would be larger (3) rather than
smaller, if I can put it that way,
14) The clearsense I gotatthe time was (5]
that they cared abour that because they
wanted to (6] usc resale as a way of
entering the Massachuserts (7] market.
8) A: Yes. : '
19 Q: Are you suggesting now that your
company (10} does not view resale as a
way of entering the [11] Massachuserts
market? !
(12 A: Withour 2 doubt. I think it's even
well- 13) documented by both AT&T's
chairman, Mr. Armstrong, (14 and our
chief operating officer, Mr. Ziegler, that
(15) AT&T will not use resale to enterany
markets,and (16 suspended resalcinany
markets that we were in, {171 because it
was just not working. We were losing (1s)
too much moncy on cvery single cus-
tomer we had.If (19] I may, | guess way
back when, the strategy AT&T had (20
was resale was 3 stopgap 1o get into the
market [21] quickly. We thought it would
be an easy way 1o (221 start building up a
customer base, with 2 migradon (23] to
the platform or facilities-based or a (24]
combination of both.The platformis not
somcrthing :
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(11 that’s on the horizon, based on all the
roadblocks 12] being put up in front of it.
Resale inflicts too 3) much pain fin-
ancially.So AT&T’s position is that 4] we
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were not going to come into the local
market |s] with |resale.

161 Q: I'm trying) vo squarc what you just
said (71 about rdsale imposing too much
financial pain with (s] yourearlier stcm-
enutoday, that the UNE platform (9] can
actually be moxe expensive than resale.

t1o] At Sure, and|I can answer that easily,
1) Lct's contrastit.Let me do resale first.
112) Resale isnothing more thanthe CLEC
113) becoming a2 marke¢ting agent forall of
Bell (141 Adanticls high-income products.
Why do I say (15) that? With resale, all the
CLEC gers to dojis at a 116} discount resell
Bell Atlantic's lopal service. The 7 CLEC
does not get the revenuc opportunity
that Bell 18] Atlantic has for access
services, which) is a 9 high-margin
revenue opportunity. They don‘t get (20

the high-margin revenue opportuniry '

thatthey get21) rorfczturcs, thattheydo
with a plarforml

{22) Q: “Fearures; meaning?
1231 A: The vcrtcal features of the
switch All [24] we get is the feature atthe
prescribed dlscc?unt
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(1 It's important to know that the (2
features at the switch are pure profit for
any (3] CLEC.l dgn'thave any fcatures on
my home phon%m because ] know that
in New Jersey Bell Atlantic (s) chargcs
like $4 a month for call-waiting and it (¢}
costs Bell Atlan{:c probably 2 cents to
ptovide 17 that to me. That galls me —
besides the facr that (8) I obviously didn't
want the first call that came 19} in, never
mind genting the second call.

110] So, until there's competition and the
{11] feature pric s come down to some-
thing reasonabl¢, (121 thosc things are
pure profit. In resale, we just 13) get the
discountoffoflocral scrvice. They get (141
all the access revenuces, They still gerall
the (15) high margins on the features.
They still ger the (16 subscriber linc
charge. And we| become the 117] mar-
keting agent for their products.

18] If I were Bell| Atlantic, I would want
119 o resell cvery single one of my .
customers 1o a (20) CLEC, because 1 lose
all my customer-care 21| headaches, [
loseall mybillinglhcadaches,1lose (221 all
my uncollecdblie headaches, and yer I
makc all (23) the high margin on the
things that are profitable (24) for me:
features, subscriblcr-linc charge,and
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(11 access, When|I buy the unbundled
clements,I now 2| buya virrual nersrork —|

13 Q: Before you|go to unbundled ele-
ments —

4] A: Sure.

151 Q: 1 undcrsnnl! your point that Bell (6]
Atlantic makes 2| profit on resale. As 1

recall our (71 costing mcthodology with
regard to resale, that was (s) intended,
that result was intended. In other (5
words, there was no iment for Bell
Atlantic to [10] iosc money on resale.

(113 A: Right,

{12} Q: It was intended that it would offer
the (13) service at a cost equal to what it
would cost o (14) provide that service at
wholcsalc, as opposed to [1s] rewil.

1161 A: Raght,

117) Q: What you'rc saying now, though,
is a r1a1 slighdy different thing, which is
that, (19! notwithstanding the 29 percent
discount that (20] Massachusetts ser for
resale, your company can't (213 offcr
resale and make money on it, or has
chosen [22) not w relative to other
options. Which is it?

{23) A: I'm nor the cost guy. But based on
input (24| I've had, it's the formcr, that we
cannot offer

Pags S5
11] resale and make money.
(21 I think the best way for me as a [3)
noncost person to explain this is: The
resale 14] discount is based on avoided
cost.Ibelieve s)that'showitwasdonein
this state. Simple 16} logic — not being a
cost guy, but simple logic: 7) Their
avoided costs become my real costs. So if
18) they no longer have the markcting
costs, 1 have the 19) markcting costs;they
no longcer have the billing 0] costs, I
have the billing costs. But this 15 a (11}
volume¢ business. They have the vol-
umes;ldon’t (121 have the volumes.So the
approximate per-unit cost [13) for me is
significantly more than the per-unit cost
(14] forthemto do the markctingand the
billing and (1) the customer care, and all
the things that they 116 avoided I now
have to do.
171AT&T's experiencein doingresale —
i1z and don't quote me ~ in six 10 1€
states, and I g9] could geét you a list of
which they ar¢, is thar (9] we've lost
mongy in every case . Finally our 21
chairman came in and said, “Stop. That's
enough. 122} We're not going to do this
any more."
1231 Q: Let's contrast thar with the UNE
platform 24) and explain why that's
worth doing,
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111 A: With the UNE platform AT&T be-
comes the {2} fullservice provider for
that end user, There's (31 additional
revenu¢ opportunities. I guess the (4)
bottom line —

t51 Q: Stop right there. Before you go to
the 6) additional revenue opportunities,
can we compare (7] the things thar are
the same berween the UNE- (g1 platform
type of service and the resale type of 9

v i
service? For example, your marke ing
costsare the (10} same, more or less; nght?
t11) Azl would guess, yes. a
1121 Q: T'm matking orders of magmtudc
here. [ (13) understand there would |be
dtfferenccs There was a [14] termn you
used before,ler’s callit customer care (5]
and feeding. That presumably would‘bc
the same: {16 comrect? |

(17 A:iYes. |
(s Q: S0 what changes? ‘

119] A: Acmally, if 1 may, while we're 1on
those (201 lines:1 would ¢ven say with the
UNE platform our (21) costs are somc-
what grearer upfront, because along fa2)
with thosc things wc now have t;hc
obligation of (23) billing access, so

have to have the back-office (24| systcms
and dcvclop the relationships with thc
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(1} orhcr IXCs, so that we can rtndcr
them access bills (21 and cotlcct thase
acgess —
(31 So there arc some other, additionalli4)
costs that we have with the UNE pfat-
forms that we (s) don't have with resale,
yourintcrconnection (6j agreements that
we have to have with UNE platforms|i7)
that we don't have with rcsale, |
(8) What's different is the Opporrumt) 9]
for addjconal revenues. First of all
acccss 1o} Instead of paying Bell Atlantic
access.ifit'san (1] AT&T local o A‘I‘&T
long-distance, AT&T local 1121 cffccnvcly
pays AT&T long distance access. It (33
gocs from the nght pocket to the left
pocket. If (14) ir’s access using MCI or
Sprint . or some other — if 3| our
customer is receiving a call from MClor
Sprint (161 or picks MCl or Sprint as their
long-distance [17] carrier, we get 1o blHII
themaccess, and there are {1s) additional
rcvcnuF opportunities. i

119 The subscriberline charge that's m;
billed to the cnd user each month: In
resale we (21] collect that from our end
uscr and turn around and (22) give th}u
money to Bell Atantic. When we're (23]
buyingi the unbundled-clement plar-
form, Because we (24) bought the co:P
ponents of Bell Atlantic's network, |
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1we're cntitled,according to the law, to
keep thar (2) money. 5o that's addmonal
cvcnue opporrunity.

Bl Feau':res Because these features are
t4) dirt.cheap, and when we buy r.hc
unbundlcd switch (51 they're in there -—
ic's kind of like Prego's (6] tomato snucc
I's all in there. We bought the m
unbundled switch. We're paying for it
ththcr we (8] use it or not. We now
could package those (s) features. WF
could db diffcrent things with thosc o}
features, Maybe we charge our cus

i
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tomers the same (11} thing Bell Atlantic
charges. I don't think that's (12) whar
competition is all about, bur maybe we
try 1o {13) gct the same $4 for call-waiting
that Bell Adantic {14] is|getting and then
AT&T will have customers like (15} me
who arc not going o take it

(161 Q: Why couldn't yau have done that
under (17) resale?

18] A: Let's use my §4 call-waiting Under
(15] resale, I'm paying $3.20, so there's
some room. [20] But in UNE, with the
unbundlcd-clement pladform, (21) I'm
paying nothing.I boug,l}: the unbundled
122) switch. I'm paying nothing. It's in
there,inthe [23) price.So nowl have $4 of
margin to play with,as hey opposedio 80
ccnts of margin to playj with, to
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(11 offer my customer something,

( That's basically it: There's (3) additio-
nal revenuc opportupitics thar Bell
Atlantc (4} has. It puts|us on an equal
playing field with (5 Bell Adantic. There-
's extIa revenue opportynities (6] that we
have with the platform that wc don't
have 71 with resale.

(81 Q: But you also menti
you [sj at risk to the usage of the
customer because you'rg [10] payingon a
per-minute basis for the customer’s (11)
usage.

nz A: If we have a customer who has
teenagers (13) at homk. making and
receiving a great deal of phone [14] calls,
it may cost us more 1© provide local
service (15} to that custgmer than if wc
used resale to that 116} customer, yet we
still bave additional revenue 1171 op-
portunities with thar [customer, and
that's a risk (18) that AT&T is willing to
uke.

191 EXAMINATION

(z0) BY COMMISSIONER VASINGTON:

211 Q:A couple of questions. If the
margins (221 arc going 0 sty the same
whetheryoukecp the (23) customer onz
UNE basis or whether ?c custometr {24}

ned that it puts

stays with Bell Atlantic, whar's the point,
then,
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(1 of having local competition?

21 A: I didn't say that atfall. If ] did, I (3
didn't mean to say that That was nort
how [ meant 4| to characterize ir. Let's
use a feature, czll- (5] v:%n'ng, $4 margin
today.It costs $4, give or {s) take a penny,
the margin on that is prdbably $3.95, 7]
pure profit to Bell Adanric. Their quar-
terly 18] reports — I'm diverting for a
second. If you read (9) their quarterly
reports, they'll say in their 110) quarterly
reports thar the reason ?;ir profits are

1111 doing so good this quartcr isbecausc
of second (12) lines and more acceptance

of features. High (13} margin.

14) Now AT&T gets in the market Al of
(15) 2 sudden we're trying to compelc
with Bell 1161 Adantic. MCI is in the
marker, Others are in the 17) market. We
have to differcntiate our service. [1s]
What's the casicst, best, quickest way to
{19} differenciate our service is price.
(20) With resale, there’s not a lot of (21
opportuniry to differ¢ntiate with price
because (22) there's nor a lot 1o play with,
There's not a lot (23] of room there. With
UNEs I havc 54 to play with. (24 All of 2
sudden for that same $41 mightsay to my
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(1) customers, "Hey, along with call-wairt-
ing, we re 2 going 1o throw in three-way
calling and something (3] else.” Or, in-
stead of doing that, we might just 14
lower the price to something. The op-
portunity is (s] there 1o do it with the
platform. The apportunity 6 isnot there
to do that with resale.

71 Q: Those margins thatare currentlyin

" their(s] tetail rates,those were apptoved

by regulators, I5; generally speaking,
Would thaz be correct?

(10 A: I'movermyhead, burI'll say okay.]
(111 don't know. I assume so.

1121 @: So you’re not familiar with rate-
making (13 ptinciples that would have
gonc intoa decisionto (14)approve those
kindsofvery large profitmargins (15 that
you described, like for call-waiting.

116) A: At risk ofoffending Mr.Levy, when
it (17] gets to the cconomics and the
ratemaking stuff, you 1s; know, I smay out
of those warers,

(19; Q: Thank you.

120) MR. LEVY: You can never offend an
1211 economist. There's nothing that you
cansay that (221 we haven't heard before.
(23] EXAMINATION

(24 BY MR. LEVY:
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111 Q: On your rccent-change proposal;
As you 21 describe it, 1 think I ¢an
undersuand howitmightpibe appliedto
cxisting links. Could youtcli me 4 how it
couldbeapplicd,ifitcould beapplicd, to
(5] new links?

t61 A: Sure.I'm glad you askcd that. First.
171 you necd to have the concept of two
things need to i) happen to make the
service work, The physical work (9]
needs o be done. So on 2 new link, on
this [10] diagram here, the line thar looks
like the railroad (1) track, making the
connection of the loop to the 112) switch
port,that’s notthere.So somebody hasto
{13} physically makc that connecron.
1141 Q: Let’s make it clear which figurce
you're (15 referring to.

(161 A: I'm looking at Figure 1, and it's

how n7) Bell Adantic is basically net-
worked today. And on (18] 2 new line, a
second line, for example, Mr. Levy, 119) if
you called up Bell Adanrtic and said I'd
like a (20] second linc in my housc.
chances are that (21) connection is not
made today. ‘So somebody has o (22
make that connecrion.

{23) Regardless of who makes the (24
connection —
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111 Q: To the MDF?

(21 A: Well,onthe MDFE.Ithas to putthe (3)
railroad track linc in there connecring
the loop 10 4] 2 new switch por, o 2
switch port.

Is Q: Let's start further downstream, at
the (s customer, Let's assume there is
loop capacity in 17} the localdistribution
network, but . we'rc talking (8] about 2
total new service 10 a new customer. A
new (9) house'is built next to my house
on the street. {10) Let's go through the
steps now as you would see [11] them
occurring undcr your recent-change
proposal.

l12) A; There would need o be whart I'll
classify (131 as outside-plant work that
needsto bedone,14) Somebody necdsto
roll up to this newly constructed (15
house. And let's work under the as-
sumption that.(l6) there are some sparc
facilities in the stmrect, or (17| else this
could ger real ugly. But let's work [18)
under that assumpdon.

(19] A. Bell Adantic technician would 120
conncct one of those spare facilities to
the (21) customer’s nctwork-interface
device. They may or (z) may not, if the
customer hired Bell Atlantic, do (23] the
inside wiring. Bell Adantic mayalso have
10 [24] go to some distribution interfacc to
connecrt that
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(1) customer's loop (o some ransport to
ger it to the (2) central office. But I'll
classify that as all (3] outside-plant work
that needs to be done.
(41 The inside-plant work that needs to (5]
be donc is, the engincering of that loop
would tell (6} ;some inside-plant tech-
nician, a2 frame person, where 71 char
loop appeared on the MDE.
ts] Q: So what y"ou'rt saying is, that con-
nection (9 is already made.
(10) A: The loop conntction to the MDEF,
what's (11] denoted by thisblack line, the
heavy black line 112) coming in, and the
cable coming into the cable 13) vaule —
that loop, that spare loop that was in the
114] ground, has an appearance on their
frame.
(151 Q: When you say it has an appear-
ancg — '

16 A: The connecdon is madc on the
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frame.
{17] Q; Thank ygu.In otherwords hasthe
118] connection been made 1o the frame
even before (19) there's a customer
identified for that loop?

(2] A: Mr. Albes is shaking his head no.
Let 2!} me go with what Iknow,and then
maybe we can hear 23] from Mr. Albert
later. '

123} Facilitics came inrto cable vaulrs, (24)
This only shows one customer, but that
one
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(1} customer's line is connected o all the
other 121 neighhors. You had spare loop
faciliies. Thosq 131 sparc loop facilities
come into 2 cable vault and (4] are
connected on the MDF on one side of
this (51 block. THat cable and all the pair
numbersare (61 listed ontharblock.So it's
Cable No. 100, Rair (7] 1, Pair 2, Pair 3.

1s) Q: Even the spares ar¢ connected?

191 A: In my cxp'cn'r:ncc, spares are con-
necred. (10) We ¢an hear from Mr. Albert
later. Butinmy (1i1expericnce, sparcsare
connected.

12) Then a technician would have to,
when (131 that :;m:c was assigned, the
technician would have (14] to run this
railroadtrack cdanection, or what we
11s] call cmsscorﬁncction.ovcr acrossthe
MDF frame to ({6} the switch porr that
was assigned to that new (17) customer.

1181 Q: So your recent-change approach
does not (19 climinate the need for
someone to mdke that (20] crosscon-
necrion.

(21) A: Absolutely nor.
22 Q: On a new customer.

(23)A:On a nmew customer — that's
where [ was [2¢g going with this. For
service to work r{or that new
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(1) customer, two things have to happen:
Physical work 12 needs to be done, both
outside plant, inside 3 plant. Anti-
cipating Mr. Albert's testimony — he 14

shook his head :T — even if that spare -

pair is not (5) conlnccred, physical work
needsto bedone to (5] connectthat spare
pair on the fmm:lso that this (7) railroad-
track kind of connection could be made.
tsy The bottorn line is, physical work
needs 10 be (9] done.

(10 Let's assume it's done and all that (1))
physical work is done for your second
line. It (12) still doesn’'t work, becausc
some software work {13} neceds 1o be
done in dhe swilch 1o makc the (4
functionality of that loop work with the
1151 functionality df that switch,

116) So under AT&T's proposal to com-
bing (17] the elements with recent chan-
ge. whar we're (1d) suggesting is, if you

came to AT&T and said you [19) wanted
that service or you wanted that second
line, (20} we would pay Bell Atlantic the
cost-based (21] appropriate rate — we're
not looking for a free (22; ride here. We
would pay thcm to make these (23
physical connections. On the due date
the service (2¢) still doesn't wotk. The
functionality to that loop
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11] doesn’t work until somebody tells the
brains of the (2} switch, “Mr. Levy has this
second linc on this (3] switch port.” On
the due date, AT&T would go into (4] the
recent-change process and do that sof
tware work (3] to make the functionality
of the of the loop work 16 with the
functionaliry switch, effectively (7) com-
bining the elements in the softwarce.,

{8) Q: Just o be clear, under your pro-
posal, 9] the physical connection bet-
ween the loop side of (10] the MDF and
the switch side of the MDF would not be
(11} defined as a combination. In your
proposal the (12} combination would be
defined as the moment the (13) switch
through an electronic instruction turned
on [14] thar line. Is that correct?

(1s) A: Making thar combination would
be done (16) through turning on thatline
in the switch,. So I 1171 should have
answered thatyes,and then made the (18)
clarifying point.

19 MR. LEVY:lknowI'veaskeda few (0]
mor¢ questions. Do you have any fol-
lowup?

j21] MR. BEAUSEJOUR:I have a couple
of (221 questions by way of followup.

123) CROSS-EXAMINATION

1241 BY MR. BEAUSEJOUR:
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t1] Q: Referringto your Figure 1,Figure 1
from 2} AT&T Exhibit No, 2: Where on
this figure does the (3] unbundled loop
terminate? Just an unbundied loop.

t41 A: If I were buying nothing bur an
unbundled (s} loop? :

16] Q: Correct.

(71 A: It would be on the line side of the
MDY, 18] what's represented here as the
line side of the (9 MDE,

t10) Q: And if AT&T were buying just an
fu1individual switch pore, where on this
diagram would (12)that individual swirch
port terminatce?

(131 A: The switch ports appear on the
MDF on (14) what's jabeled here as the
switch side, or commonly i15) known as
the¢ horizontal side in the central office
(16] of the MDF.

1171 Q: Now, is thart based upon your (18]
undersanding of wherc they terminate,
or is that (15) based upon FCC definition,
if you know?

. |
(z0) A; It's cermainly myunderstanding.I'd
(211 have to read the FCC order again;I'm
sorxy!
@21 Q: You indicate that AT&T doesn't
intend 1o (231 enter the local marker in
Massachusetts by resale; [24) CO!TECt?Jl
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1] A: I am nort the business guy hcrc.lAu
I'mzjrcpresenting is what I've hcard my
chairman say, (31 and my chairman szid, -
We'reinot going to do any (4] more resale.”
So when hc says "any more,” Lhave (5) 10
think thatthisapplies to this state as well
as (5] the other 49. :

(7] Q: Maybe a bit of an unfair question
for (), you, given thar answer; but what
interest would () AT&T then have inthe
level of the resale discount {10 that's
being established in this proceeding?
(11; MR, JONES: Well, I will object 1o
the unfairness of that question. |
(131 MR. LEVY:I think that is a litde na4
unfair. ’
(151 MR. BEAUSEJOUR: ]t is a good (16]
question, however, !
(17} MR. LEVY:1 had a feeling that ﬁm
question would come up sometime i

12

mn
the next two or (19) three months, bur I

don't think he needs to answer (20 that.
(21] MRL BEAUSEJOUR:I have nothi;g
(221 further. !
(231 MR LEVY: Any redirect? ‘|
1241 MR: JONES: Could I take 2 few |
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(1) minutes? :
(2) MR. LEVY: Of course. 1
131 (Recess taken,) |
14 MR. LEVY:Back on the rccord, |
(51 REDIRECT EXAMINATION |
16) BY MR. JONES: :
71 Q: Mr. Falcone, Mr, Levy asked you
about the (s} physical-plant work that's
requircd to provide (9 service under the
recent-change scenario to his new (l}b]
next-ddor neighbor who is just moving
into 2 new- {11] construction house and
doing the physical work to 12] connecr
that house back to the central office. Do
[13) you recall that? \

(141 A: Yes. |

151 Q: Is that physical-plant work that
you (16| described, the outside-planc
work, apd the central- (17] office work
that you described assuming the spar;c
(18] line hasn'talready been connected at
the central nsioffice — does thatchange
if you move from the 120 recent-change
approach to 2 UNE-platform approach?

21] A: No, it does not. The same amount
of work!(22) would have to be done.

1231 Q: Does it change if you move froma
124) recentchange ora UNE-platformtoa

FRITZ &

T

|
SHEFHAN ASSOC. (617) 423-0500 Min-U- -y v CR7 w97 [R1Y

‘W1a1:7 PRRRT 77 1k 70



‘ ]
Hearing Volume Number 34
May 15, 1998

i
i

DPU 96-73/74, 96-75, 96-80/81, 96-83, 96-94

Bell ‘Atlantic - Arbitrations

resale

Page 71
11] scenario?
12§ A: No. Again, simpl‘j logic: The phys-
ical 13) work needs to hie done no maner
which flavor or (4) vagiery of ways you
serve that customer, The same (5] work
needs to get done.

(s1 Q: And we're back 10 an already-dead
horse 71being beaten;but doesitchange
if you move from a (s) rgcent-change and
3 UNE-pladform and a resale (9] scenario
to the Bell Adantic coliocaﬁon (10] scen-
ario? P
1111 A: No. Again, up 10 that point on the
112) framc, all that manual, physical work
nceds to be 13) done, All the Bell Atlantic
collocation scenario (1% is, it adds this
much more manual wo[k that nceds (15}

16 be done.
1161 MR. LEVY: “This much mote*?

1171 THE WITNESS: For the purposc of
the 118) record, showing|what's in Figure
5.

gl Q: Mr. Falcone, baclL 10 your Prego
Tomato (20] sauc¢, where you describe
the costs forthe (21) vertical features ofa
switch being zero because (221 when you
buy the switch you get thosc [23) fun-
ctionalitics. Do you recdll that?

1241 A: ] recall saying that.
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11} Q: Arc you aware thdr in calculating
the UNE (2; switch costs|in prior phases
of this proceeding (3) that some cost for
vertical features was calculated ) and
included in the switch doses?

sl A: Yes, 'm aware of that. And I didn't
(6] mean to imply, if it c out that way,
thatwe (71were gering thosc features for
free. I gucss my (s] poing was that if the
cost was rruly cost-based, ts1 those feat-
urcsare socheap forBell Adantic that o)
that component of the features in the
switch costs [11] would be so small that
it’s all in there, '

1121 Q: And is it your undersanding un-
der the (131 UNE costs as alculated that
when you buy the 14} switch UNE you
are for that one price geuing the (3]
switch functionalities, in¢luding the ver-
tical 16] fearures funcrionalities?

117} A: Yes, sir,

116; Q: And finally, just fo ask you a
sencral 19) queston: From AT&T's point
of view, is (20 collocati T always a bad
thing?

1211 A: No,absolutely not, There are times
when (221 collocation is a ecessary evil.
If] have my own (22) switch, which js not
physicallyin the same SpOLas [24] where
th:‘: loops terminate — itimight be two
miles
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[l down the road — and yet I need
access to the Bell (2) Atlantic loops, I'm
going to need to collocate some [3) kind
offacilities, whetherthey be transport 41
facilities or remotc switching facilitics,
1o 5] accessthose loopsand deliverthem
10 my switch. (6] In those cases col-
Igcation is a necessary evil.

(7! In the casc when thc loops and the (8]
switch that ] want to purchase — again,
looking at (9} Figure 1 — are in the samc
building, in the same (1) location, it
doesn’t make sense to have to (11
collocate to combinc the two.

1121 MR. JONES: | have nothing further.
13t MR. LEVY:Thank you. Thank you
very (14] much for coming, Mr, Falcone.
115§ THE WITNESS: Thank you, Mr. Levy.
(161 MR. LEVY: Ms. Barbulescu, your (17]
witness.

(18] MR. LEVY: Why don't you give your
1191 name and position for the record.
{20) THE WITNESS: My namc is Annecte
S. (21] Guariglia. I'm a regulatory analyst
for public {22} policy, local competition
group,

123 ANNETTE S. GUARIGLIA, Previously
Sworn (24] DIRECT EXAMINATION
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(11 BY MS. BARBULESCLU:

121 @Q: Ms. Guariglia, do you have copies
of your 3} direct and supplemental
estimony that was (4] Submitted in
Massachuserrs in this case?

{51 A: Yes.

t6; Q: And were these documents which
were [7) submirted April 28th and April
17th prepared by you 18] or under your
direct supervision and conrrol?

Is] A: Yes, they were,

(10} Q: And do you have any changes or
(11} corrections to make o these doc-
uments?

1121 A: No, I do not.

1131Q: And do you adopt these doc-
uments as parr (14) of your sworn tes-
timony in this case?

(s} A: Yes.

116l MS. BARBULESCU; Arbitrator Levy,
Ms. (171 Guariglia has an opening starem-
entchatshe would (18 like to makce today,
with your permission.

(19} MAR. LEVY:Fine. Let's first mark [20]
her direct testimony as MCI Com-
binarions 1 and her 211 supplemental as
MCI Combinations 2,

122) (Exhibits MCI Combinadons 1 and
MCI (231 Combinations 2 rmarked for
identificarion.)

134] MR, LEVY:I'd be happy 1o hear the
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{1} opening staterment.

121 A: The purpose of my opening statem-
ent is 1o (3) rebut comments made by Ms,
Paula Brown'and Ms. Amy (4) Stern on
May 1st, '98, with regard to Bell |5
Atlantic’s combination proposalsand my
testimony. (6}, Ms. Brown and Ms. Stern
claimthat UNE platform is (773 substitute
for the resale of Bell Atlantic - (&) Mas-
sachusctts's reail service, Contrary to
these (91 claimis, it is incorrect to state that
service [10] offerings via UNEs and resale
are cquzl As stated (1] in my tesumony,
resale is a scnncc-hascd (121 approach,
while UNEs.is a facilitics-based [13)
approach, CLECs such as MCl are going
10 make a [14)istrategic choice berween
thesc two modesof (15) providing setvice
based on cheir overall objective 161 as a
company.MCI has madeitvery clearthat
it (177 wants to be a facilities-based
provider of local (i8] scrvice, not a2
reseller of Bclll Atlanuc's retail 1191 local
service offering.

(20) Resale, conuary to Ms, Stern's 21|
claims, does not offer MCI the pricing
flexibility (221 and product diffcre-
ntiation necessary for it to (23; compclte
on a broad scale, because it causes MCI
1o (24} be dependent on Bell Atlanric's
reail structure.
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1 The effective use of UNEs is (2
essential in entouraging facilities-based
(3] competition in the Statc of Massa-
chuscus.The (4 lcasing of UNEs,becausc
it is a facilities-based 5 approach, gives
CLECs some measure of control over (6]
the usc of its open nerwork facilides. 17
Furthermore, Ms. Stern misinterpreced
my tcsumony 8 by stating thac I implied
that, quote, “resale is (91 more complex
and restrictive operationally than 1o
UNEs,” unquorte. In fact, my testimony
states the (11} opposite: Purchasing UNE
combinations is more (12) complex than
resale because iwith the use of UNES (131
comes all the obhgznons and accoun-
tability [14] associated with being a fac-
ilities-bascd provider (13] of scrvice.

(16) MCI is willing to take on these 117)
additional obhgmons because in return
MCI will (18! gain more control over its
necrwork and its scrvice (19) offerings,
which allows MCI to differentiate itself
(201 in the market.

121] Building a facilities-based network,
(221 however, is txmc-consummg and
costly. MCI, 123) because it does not have
the ubiquitous| facitities (24 network
cnjoyed by Bell Adantic today, needs to
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(1} lease unbundled nerwork elements
unril such time;as 12} it can ultimately
replace those clements with irs (3) own
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facilities.
4) With regand to Bell Atanuc’s s
various proposals for UNE combina-
tions; Ms, Brown (6| claims that these
proposals arc, quote, “arc (7) subsmantial
and promote compcnuon * unquote, (8)
Unfortunately, could not be further
fromthe [9)ruth.Itis undisputed that BA
would offer UNE (10} combinationsifitso
wished. BA instead, however, (11) has
proposcd several proposals, all of which
112] require some form of physical ¢col-
location, require (13 multiple con-
ncctions that jncrease costs, and 14)
create ad'ditioxlal points of potential
failures.(15) Such) proposals can hardly be
described as efficient (16) or as pro-
moting competition.

1171 Bell Adantjc’s extended link [18)
proposal thui.rFs CLECs to incur ad-

ditional s transport charges and does
not offer .the |benefits (200 of wraffic
concentration. This proposal is not (21)
consistent with| currene ILEC forward-
looking (221 network design because it
doces not provide an (23] efficient loop-
transport com yination for voice (24
analog loops and DSO transport com-
bination. It'is t
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1 inefficient to dedicate a DSO circuit of
121 interofficc transport to each and
every voice-grade [3) analog loop.
141 CLECs need|the cfficiencies (5] as-
sociated with| digitalloop carrier
cquipment, (6] with GR-303 capability,
along with inte ffice (71 transportat the
DS1 level, to access voice-grade (g) an-
alog loops. This is because most sub-
scribers of (9) voice-grade analog lines
usc rheir service [10) intermittently, thus
making it inefficient to (11; dedicatc
LrANSPOIT 10 a Si Elc loop which will be

|

i12) idle much of Yhe tme.

(13) Furthermore, this proposalisonly {14]
available for r.hrcF ycars.Ifa CLEC opted
to use (15) this option, it would have to
collocate in cvery 116] end office at the
end of those three years or have 171 a2
ubiquitous facilitiesbased nerwork,
which would (18] be impossible for any
carrierto replicate in thar (1s) time frame.
(] The switch- fubplatfo:m proposal
does (211 not offer CLECs the ability to
combine loop dnd 221 port without
physical collocatjon. This proposal 23
only offers CLECs the ability to combine
switching (24) and|transport on the trunk
side of the Switd'l.
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tt] The virtual-collocation propasal, (3
BA’s virtual-collogation proposal, as tes-
tified by (3] Mr. Kennedy, would allow a
CLEC vo virtually 4] pcrform cross-con-
necets. But from his testimony, it i3] is
apparcnt that the equipment is costly,

hasnor(s1been teﬁed extensively forthe |

purposc of remorely [7) assembling UNE
combinations,and in the end (g} requires
physical collocation of equipment by
the 191 CLEC.

t10] Bell Atlantic has yct 1o provide a (11}
proposal for combination of UNEs that is
as (12| efficient as MCI's proposal. As |
have suted in (13) my testimony, MCI is
proposing that Bell Atlantic 114) combine
UNEs for CLECs orkeep thern combined
if (15) they arc already combined in their
network, subject (16) to the appropriate
nonrecurring charges o CLEGCs (7
based on forward-looking efficient cos-
1.

f18) MS, BARBULESCU:If T may, I have
(19} some questions for Ms.Guariglia with
respect w0 (2] some of the other tes-
timony we've heard today.

121]) MR, LEVY: We mighc as well do it
(22) Q: Ms. Guariglia, MCI is not only
requestng (23] a toral combinations or a

UNE pladform, but also [24] subsets of
combinations; isn't that correct?
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1 A: That's correct.

21Q: And one of those combinations
would be a (3] looptransport com-
bination; is that correce?

4) A: That's correct.

15y Q: You heard Mr. Falconce testify on
behalf (6) of AT&T roday with respect to
recent-change or (7 RCMAC; correct?

18] A: Correct,

{91 Q: And RCMAC would allow access to
the total o) UNE platform or tol
combinations; isn't that (11) right? Or it's
been testified to.

{121 A: My undersuanding is that RCMAC
would (13) allow you to complete some
software changes (4] associated with
combining network elements. But (15}
thenagain,I'mnotan experton RCMAC.

116) Q: Would RCMAC allow MCI 1o ger
access to (17] just the loop-and-port
subcombination that MCI is (18 re-
questing here?

(19) A: No, I've been informed thar
RCMAC docs (20 not perform the loop-
and-transport combination.

211 Q: And this is based on your un-
derstanding, (221 is it not,that RCMACisa

_switch-bascd (23) rechnology?

{24] A: That's correct.
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(1} MS.BARBULESCU;I havc no ad-
ditional 12} questions.

13} MR. LEVY:] have a couple.
1] EXAMINATION
151 BY MR. LEVY:

[6) @: Explain your loop-transport com-
bination a (7) little bit morc, if you would.

Explain how that s} would be used oqfor
what purpose that would be (5) uscd.

(10 A5 If MCl hasa switch, as it does in|{11}
dowmown Boston, we would want 1o
purchase the loop (12) from the end user
and to transport that back to our 31
switch and then perform the switching
funcrionality {14 at our location whére-
ver that switch is. We don't 115) necd ﬁcll
Atlantic’s switching capability.

6] Q:(Was it your undersmnding that
before the (17 policy change of Bcu
Atlantic,wheneverthatwas, 18] :Lftcrlhc
Eighth Circuit, that that combination
was [19] being offered 1o you?

tz0) A: I'm not sure if it was being offcred
in (21) ' Massachusetts, but it is currently
being offered in (221 New York.

(31 Q: I'm trying to get it back to pre-
Iélghl:h| 124) Circuit, At that timc was it
being offered in
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(1] Massachuseus? |
(21 A: I don’t know. )
131 Q: This may be 2 definitional issue; it
(4 probably is.But when you say thatthe
UNE (5] platform pcrrmts faciliticsbased
competmon I 16] don't understand why
leasing the whole set of 7] facilities from
Bell Adanticisbeing defincd by (s youps
facilities-based competition.
ts1 A: First of all, I want 1o let you kndw
that [10] the term plat.t'orm is not uscd
internally at MCL. 1111 We just don't Mft
thatr word ar all.

(121 MR. BEAUSEJOUR It's
word.

113] A: Well, bccausc it misrepresents o{lr
goal, (14} and it misrepresents what UNEs
are. UNEs arc {15] individual ncrwork
clements. l
(161 Now, in some cases we might opt to
(17) purchase every clement, which ydu
referto that as 18) platform, if that's whnt
you refertoitas.] ng) would referto it as
toul combinations. That 120) would be in
places where we don't have facilities.
(1) Now wherever we do have facilitics,
(221 we!would only purchase the ele-
ments that we (23) currently do not have.

(241 Q: I}.xnd:rsrand. I was trying o ‘i

an AT&'TT
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) undcrsmnd — I think the term “UNE
platform” that (2 I've heard — ormaybe
was just interpreting it (3) this — mczns
essentially the soup-to-nuts link (4121l the
way thmugh switching to transport, i

whatever. i
1
161 A: Right, because you would be — i
71 Q: The tomal service, if you want to
look at (s) it that way.

(91 A: Corrcct because you're pu;&
chasing. every (0] element. And you
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